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Dear Avplicant:

Mo have considered your apnlication for racognitien of cxenption
fron federal income tax under section 501(e)(3) of the Internal Yevenve Codo.

vy

The Information aubmittod indicates that vou were Incorporat.d un

. “our purvona is to dispense prescription and nen-
srocerivtion prarnasanticala and related health care supplios to »verbern
of N — and to .ombers of the gmeneral public at
cogt. Ly "cogt" vou nean anctuval cost pald by your ecornoration for such
supplies plua the addtiongl costs of your administering the sales.

In nddition you indieante that yvou will conduct educntional programs
relating to the safe and proper use of drugs.

"The information submitted further indicatas that iou are a wholl

B is a2 for profit corporation organizad end operated under the genaeral

tusiness laws of the Seate of [N

Sect:lon 5N1(ec)(3) of tha Code provides for the exemption from Ffedaral
incore trx of organizaticns organized and operated "exelusively” for
charitable, educaticnal, or other apeacified exemnt purposes, no part of
the net carnings of which inures to the benefit of any private shaveholu-r
or individual and vhich does not engage in proscribed legislative or
political activitier.

Section 1.501(c)(3)~(a)(1l) of the Income Tax Regulations provides
that in arder to qualify for examwption under Code saction 501(c)(3), an
- organization wust be both organized and operated exclusively for ona or
more exempt purpor~e. Fallura to meet either the orpmanizational or
operational test wi.l disqualify an organization from exemption under
section 501(e)(3).

Under section 1.501(c¢)(3)~1(h)(1l) of the regulations, an applicant
organization will satisfy the organizational test only 1if its articles of
organization (creating or governing instrxument): (1) limit the organization
to one or mora exempt purposaes; and (2) do not expresaly empower tha .
organizetion to engage, except to.an tantisl degrea, in activities
which are not in furtherance of eéxdmpt purppses. . - .
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Seatten 1,500 (D)=1(e) (1) »rovides that an orgpanization will be
roparded as Troerated oxclusively” for one or more axempt mmronescs only
ol ensne redmartlsy in ackivities which aceomplish one or nore exempt
purnones andee saction S01(c)(3), Under subparagraph (2), an orzanization
18 not operated axclusively {or ona or more exempt purposes Uff 1ts nat
earninus fsure fn whole or In part to the benefit of private rhareholdars
or individuals.

Sactian 1.501(e)(3)-1((1)(1i1) provides that an orzanization is not
or¢anized excluuively {for one or more exempt purposes unless it serves a
publie rather than 4 nrivate intercat. To satiafy thir requirement it i1a
necegsary for an orzanization to establish that it 13 not orpanizad or
operated Lor the benafit of nrivato interests gueh as deaimmatesd individuals,
the ereator or his Famlly, aharaholders of the organizatien, or oersens
controliled, IMrectly or indirectlv, by such private intereatas.

The specific purnoge for sthich you are organised~to dispense pharmacen-
tical and releted health carc supplies~is not necessarily a charitable
purpose within thue teaning of section 501(c)(3) of the Code.

Your governing instrurment does not limit vour purposes to one or wmore
exenupt purposes inasmich as vou are empowered to provide vour servicep to
nembers of a4 health maintenance organization that 1s genaral husiness
corpotation and to menbers of the general public In the same mwuner an
any comuerclal trade of husincss.

Your primary activity 1is opervting a druz store on the prenises of
and for the bhenefit of a for-profit corporation. Your income 1a derived
from conkracts you have entered into with the for-profit corporstion und
from galag to tha general publice You do not provide any of vour services
on a gratuitous or helow coat hasis. You have alse indicated that only
. parcent of your time mey be devoted to educational activitiaes.
Tharafora, asida from the fact that you are incorporated on a nonprofit
basis, s do not seae how you are readily distinguishahle from organizationa
providing similar services but organized on an srdinary business basis.

The aevidence available indicates to us that you are neither organinzed
or operatad exclusively for exempt purposas under gection 501(c)(3).
Section 1.501(c)(3)~1(a)(1) of the regulations provides that an organization
is not oxempt under section 501(c)(3) of tha Code 1f it fails to meat either
the organizational or operational test.

Based on the forepoing, we hold that you are not exempt from fedaral
income tax under section 301(¢)(3) of the Code. Therefora, contributions
to you are not deductible under saction 170) of the Code. You are required
to file federal income tax returne on Form 1120,
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Yonr have the riebt o nrotest t44a waldoe 4 ven bhaliove fv 4s 1%;1
corruat. o nrotesxt, yau abould aubaft a statewent of vanr vlowve, yith
2 Tull explanntion of vour vossoning. T'ig statenent, stimed v one of
vour afficers, moust bhe subrmitted in durliecate within 30 Aave {fvon tha
Anake of thias dettere You alans have a right to a conference in iy
afftee after veur atateuent 1o subrdtteds  Tou muat tegueai Lhe conforance,
Lf vou uani ene, vher vou file your nrotest atatement., 1f veon are ro he
ropraronted by poreone vhe 18 not one of your officers, that nersan will
need to file a nroper nower of atrorney and otherwise gquallfy unidnr ocur
Uanferenca and Practiees Pequiremants,

L we do not bhear from vou within 30 dave, thia rulias w1l) bhacome
Finul and copies vill be forwarded to your key Ulstrict Dircotor in
Palticore, YMarvlands Thereafter, any gquestiona ahout wonr federal fnrone
tox status abonld ke addregned to thet office. The appronriate Stato

offieciale will be notified of thils actlon in accordance ith Code scctinn
5194907,

If yau do not protest this proposed ruling 4dn a timely mapner, it

ill Dbe considered by the Tuternal Revenue %ervice aa a fatlure to exhaust
availahle aduintstrative remedies. Section 7428(H)(2) of the Coda nroviden,
in parc, that a declaratory judgrent or decree under this scction shall

nnt he iganed 4n any proceedint unlees the Tax Court, thas Clains Court,

nr Lhe Matreict Cotrt of the United States for the District of Columbia
determines that the organization involved has exbausted adminiztrative
vomadios avallable to 1t within the Tnternal Revenmue Servicee,

ncerely voura,

Chief, Exampt Organirations
Rulings Branch
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